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San  Francisco  General  Hospital’s  Materials  Management  Department  Must 
Improve  Controls  to  Better  Manage  Assets 


Purpose  of  the  Audit 

The  Office  of  the  Controller’s  City  Services  Auditor  Division  (CSA)  performed  an  inventory  audit  of  the  Materials 
Management  Department  (Materials  Management)  at  San  Francisco  General  Hospital  and  Trauma  Center 
(General  Hospital),  operated  by  the  Department  of  Public  Health.  The  audit  determined  whether  adequate 
inventory  processes  and  controls  exist  to  ensure  that  materials  and  supplies  are  accurately  accounted  for, 
adequately  organized  and  properly  secured,  and  inventory  purchase  orders  were  properly  approved  and 
recorded  accurately  and  in  a timely  manner. 


Highlights 


Recommendations 


The  inventory  and  materials  management  processes  at  General  Hospital 
have  multiple  weaknesses.  Errors  exist  in  inventory  records  and  there  are 
no  policies  or  procedures  to  guide  daily  cycle  counts  or  for  how  expired 
and  obsolete  items  are  to  be  dispensed.  Specifically,  the  audit  found  that 
Materials  Management: 

• Has  inventory  on  hand  that  does  not  match  its  system  records. 

• Has  weak  internal  controls  over  its  daily  cycle  counts. 

• Has  weak  internal  controls  over  reconciliation  of  quantity 
discrepancies  in  inventory  counts. 

• Lacks  a defined  and  documented  inventory  valuation  method. 

• Does  not  always  pay  invoices  on  time. 

• Does  not  always  retain  all  purchasing  documents. 


The  report  includes  23 
recommendations  for  General 
Hospital  to  strengthen  its 
inventory  and  material 
management  controls. 
Specifically,  Materials 
Management  should: 

• Establish  performance  goals 
for  the  physical  count. 

• Separate  incompatible  staff 
duties  for  daily  cycle  counts. 

• Select,  implement,  and 
consistently  follow  an 
inventory  valuation  method. 


• Has  not  established  minimum  and  maximum  levels  for  every 
inventory  item. 

• Does  not  monitor  user  access  to  its  inventory  system. 

• Does  not  label  shelves  for  inventory  items  stored  in  its  Central 
Distribution  room  to  correspond  to  locations  in  its  overflow 
warehouse. 


Pay  all  invoices  within  30 
days. 

Retain  all  purchasing 
documents  including 
documentation  of  the 
Receiving  unit's  certification 
of  receipt. 


• Lacks  written  policies  and  procedures  to  perform  daily  cycle  counts. 

• Lacks  written  policies  and  procedures  for  identifying  and  dispensing 
expired  or  obsolete  items. 


Regularly  review  user 
access  to  the  Pathways 
system. 

Establish  written  policies  and 
procedures  for  daily  cycle 
counts  and  dispensing  of 
expired  and  obsolete  items 


Copies  of  the  full  report  may  be  obtained  at: 

Office  of  the  Controller  • City  Hall,  Room  316  • 1 Dr.  Carlton  B.  Goodlett  Place  • San  Francisco,  CA  94102  • 415  554  7500 
or  on  the  Internet  at  htto://www.  sfaov.  ora/controller 
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Health  Commission  Ms.  Barbara  A.  Garcia 

101  Grove  Street,  Room  31 1 Director  of  Health 

San  Francisco,  CA  94102  Department  of  Public  Health 

101  Grove  Street,  Room  308 
San  Francisco,  CA  94102 


Dear  Commission  President  and  Members  and  Ms.  Garcia: 


The  Office  of  the  Controller’s  City  Services  Auditor  Division  (CSA)  presents  its  audit  report  of 
the  Materials  Management  Department  (Materials  Management)  at  San  Francisco  General 
Hospital  and  Trauma  Center  (General  Hospital),  operated  by  the  Department  of  Public  Health 
(Public  Health).  The  audit  objectives  were  to  determine  whether  Materials  Management  has 
adequate  inventory  processes  and  controls  to  ensure  that  materials  and  supplies  are  accurately 
accounted  for,  adequately  organized,  and  properly  secured,  and  that  inventory  purchases  were 
recorded  accurately  and  in  a timely  manner. 

The  audit  concluded  that  Materials  Management’s  internal  controls  are  inadequate  to  ensure 
that  assets  are  accurately  accounted  for,  adequately  organized,  or  that  inventory  purchases 
were  properly  approved  and  recorded  accurately  and  in  a timely  manner. 

The  report  includes  23  recommendations  for  General  Hospital  to  improve  control  and 
accountability  over  safeguarding  of  assets  and  inventory  functions  at  Materials  Management’s 
storeroom.  The  department’s  response  to  the  report  is  attached  as  an  appendix. 


CSA  appreciates  the  assistance  and  cooperation  of  Public  Health  staff  during  the  audit.  For 
questions  about  the  report,  please  contact  me  at  Tonia.Lediiu@sfQov.orQ  or  415-554-5393  or 
CSA  at  415-554-7469. 


Resp)et^ully, 


Toqja  Lediju 
Director  of  City  Audits 


cc:  Mayor 

Board  of  Supervisors 

Budget  Analyst 

Citizens  Audit  Review  Board 

City  Attorney 

Civil  Grand  Jury 

Public  Library 


415-554-7500 


City  Hall  • 1 Dr.  Carlton  B.  Goodlett  Place  • Room  316  • San  Francisco  CA  94102-4694 


FAX  415-554-7466 
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GLOSSARY  OF  TERMS 


Central  Distribution 

Central  Distribution  room 

City 

City  and  County  of  San  Francisco 

Controller 

Office  of  the  Controller 

CSA 

Office  of  the  Controller’s  City  Services  Auditor  Division 

First  in,  first  out 

An  inventory  valuation  method  under  which  one  assumes 
that  the  first  inventory  item  to  be  stored  is  the  first  one  to 
be  used,  irrespective  of  actual  usage. 

GAO 

United  States  Government  Accountability  Office 

General  Hospital 

San  Francisco  General  Hospital  and  Trauma  Center 

Information  Team 

Materials  Management  Information  Systems  team 

Last  in,  first  out 

An  inventory  valuation  method  under  which  one  assumes 
that  the  last  inventory  item  to  be  stored  is  the  first  one  to 
be  used,  irrespective  of  actual  usage. 

Materials  Management 

The  Materials  Management  Department  at  San  Francisco 
General  Hospital  and  Trauma  Center 

NIST 

National  Institute  of  Standards  and  Technology 

PAR 

Periodic  Automatic  Replenishment 

Pathways 

Pathways  Materials  Management™  (PMM),  San 
Francisco  General  Hospital  and  Trauma  Center’s 
materials  acquisition  and  payment  system,  is  part  of 
McKesson  Corporation’s  enterprise  resource  planning 
system. 

Public  Health 

Department  of  Public  Health 
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INTRODUCTION 


Audit  Authority 


Background 


This  audit  was  conducted  under  the  authority  of  the 
Charter  of  the  City  and  County  of  San  Francisco  (City), 
Section  3.105  and  Appendix  F,  which  requires  that  the 
Office  of  the  Controller’s  (Controller’s)  City  Services 
Auditor  Division  (CSA)  conduct  periodic,  comprehensive 
financial  and  performance  audits  of  city  departments, 
services,  and  activities.  CSA  conducted  this  audit  under 
that  authority  and  pursuant  to  its  annual  audit  plan.  This 
audit  is  the  second  in  a series  of  inventory  audits  of 
various  city  departments  planned  by  the  Controller. 

San  Francisco  General  Hospital  and  Trauma  Center 
(General  Hospital)  is  an  essential  part  of  San 
Francisco’s  health  care  system  serving  some  100,000 
patients  each  year  and  providing  20  percent  of  the  city’s 
inpatient  care.  General  Hospital  is  owned  by  the  City  and 
operated  by  the  Department  of  Public  Health  (Public 
Health). 

General  Hospital  classifies  the  inventory  among  eight 
departments/categories: 

1 . Forms  (forms  used  in  General  Hospital) 

2.  Food  & Nutrition 

3.  Receipt  (inventory  coming  into  stock  held  for 
purposes  of  year-end  count) 

4.  Main  Storeroom  (materials,  supplies,  goods,  and 
equipment) 

5.  Omnicell  Carts1  (automatically  orders  inventory 
items) 

6.  Operating  Room 

7.  Pharmacy  (pharmaceutical  supplies) 

8.  Radiology 

General  Hospital  reported  fiscal  year  2012-13  year-end 
inventory  valued  at  $7.7  million.  Exhibit  1 shows  the 
categories  of  inventory  items  and  their  values  on  June 
30,  2013. 


1 Omnicell  carts  are  automatically  stocked  through  Pathways  Materials  Management  system  by  Periodic  Automatic 
Replenishment  level. 
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EXHIBIT  1 


General  Hospital  Inventory  Balances  on  June  30,  2013 


Omnicell  Carts 
$190,334 


Operating  Room 
$1,111,626 


Forms  $247,153 


Receipt 

$357,424 


Storeroom 

$620,126 


Food  & Nutrition 
$64,271 


Source:  Auditor’s  analysis  based  on  data  from  General  Hospital’s  Materials  Management. 


Based  on  a risk  assessment  of  the  General  Hospital 
inventory  locations,  CSA  determined  that  the  Main 
Storeroom  location,  managed  by  the  Materials 
Management  Department  (Materials  Management),  had 
the  highest  risk  due  to  the  number  of  inventory  items  that 
are  susceptible  to  theft  and  selected  it  for  audit. 

Overview  of  General  Mission  and  Services.  Materials  Management’s  mission 

Hospital’s  inventory  process  js  to  provide  the  right  items  at  the  right  time  at  the  right 

place  in  the  most  cost-effective  manner  so  General 
Hospital  can  meet  its  mission  of  providing  quality 
healthcare  and  trauma  services  with  compassion  and 
respect. 

Materials  Management  is  responsible  for  the 
procurement  of  materials  and  supplies  for  the  following 
Public  Health  units: 

• General  Hospital 

• Public  Health  Primary  Care  Clinics 

• Health  at  Home 

• Jail  Health 
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All  Materials  Management  inventory  is  stored  at  the 
Central  Distribution  room  (Central  Distribution)  and 
Materials  Management’s  overflow  warehouse.  Central 
Distribution  is  open  24  hours  a day,  365  days  a year  to 
provide  medical  supplies  for  General  Hospital  patients. 
The  Receiving  Department,  which  operates  in  the 
overflow  warehouse,  is  open  from  6 a m.  to  4 p.m., 
Monday  through  Friday,  excluding  city  holidays. 

Inventory  Management  System.  Materials  Management 
uses  the  Pathways  Materials  Management  system 
(Pathways)  to  monitor  inventory  levels  for  General 
Hospital  and  to  order  inventory  from  contracted  vendors. 
Inventory  items  that  have  an  established  PAR2  level 
through  Omnicell3  supply  cabinets  are  automatically 
ordered  once  the  inventory  level  falls  below  the  PAR 
level. 

Inventory  Counts.  Materials  Management  performs 
annual  and  daily  cycle  counts.  The  annual  count  is 
conducted  on  or  about  June  30th  for  the  fiscal  year-end 
physical  inventory.  Materials  Management  has  a written 
policy  to  ensure  that  controls,  plans,  procedures,  and 
resources  are  established  to  conduct  a fiscal  year-end 
physical  inventory.  Annual  inventory  counts  are 
conducted  by  approximately  20  Materials  Management 
storekeepers,  managers,  and  purchasers,  with  the 
accounting  staff  acting  as  witnesses  to  the  annual  count. 
Counters  work  in  pairs,  each  with  a storekeeper  and  a 
non-storekeeper.  For  any  count  discrepancies,  a 
different  counter  team  performs  a recount.  Inventory 
counts  are  entered  by  the  Materials  Management 
Information  Systems  team  (Information  team)  supervised 
by  Materials  Management’s  managers. 

The  inventory  clerk  conducts  daily  cycle  counts  to 
evaluate  the  accuracy  of  inventory  records  and  make 
inventory  adjustments. 


PAR  stands  for  “periodic  automatic  replenishment."  PAR  levels  are  boundary  markers  in  inventory  levels  that  signal 
replenishment  is  necessary. 

Omnicell  supply  cabinets  are  an  automated  system  used  to  acquire,  manage,  dispense,  and  deliver  inventory. 

According  to  Omnicell,  it  is  a company  that  provides  comprehensive,  technologically  advanced  automation  to  health  care 
facilities  so  they  may  conduct  these  activities  more  effectively. 


3 


Office  of  the  Controller,  City  Services  Auditor 
General  Hospital’s  Materials  Management  Department  Must  Improve  Controls  to  Better  Manage  Assets 


Objectives 


Scope  and 
Methodology 


Statement  of  Auditing 
Standards 


The  audit’s  objectives  were  to  determine  whether 
Materials  Management  has: 

1 . Adequate  inventory  processes  and  controls  to 
ensure  that  materials  and  supplies  are  accurately 
accounted  for. 

2.  Adequately  organized  and  properly  secured  all 
materials  and  supplies. 

3.  Approved  and  recorded  inventory  purchase  orders 
accurately  and  in  a timely  manner. 

The  audit  included  all  items  inventoried  by  General 
Hospital’s  Materials  Management  from  July  1,  2012, 
through  June  30,  2013.  To  perform  the  audit,  the  audit 
team: 


• Interviewed  staff  and  managers  to  gain  an 
understanding  of  Materials  Management’s 
inventory  process. 

• Inspected  the  Central  Distribution  room  and 
overflow  warehouse. 

• Judgmentally  selected  a sample  of  24  inventory 
items  from  the  inventory  list  and,  using  physical 
inspection,  verified  the  number  of  units  on  hand. 

• Judgmentally  selected  a sample  of  25  inventory 
items  in  the  room  and  verified  that  they  were 
reported  in  the  inventory  list. 

• Selected  a sample  of  24  items  from  an  inventory 
list  and  tested  them  to  determine  if  orders  were 
properly  approved  and  whether  items  were 
received  and  recorded  in  the  inventory 
management  system. 

This  performance  audit  was  conducted  in  accordance 
with  generally  accepted  government  auditing  standards. 
These  standards  require  planning  and  performing  the 
audit  to  obtain  sufficient,  appropriate  evidence  to  provide 
a reasonable  basis  for  the  findings  and  conclusions 
based  on  the  audit  objectives.  CSA  believes  that  the 
evidence  obtained  provides  a reasonable  basis  for  the 
findings  and  conclusions  based  on  the  audit  objectives. 
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AUDIT  RESULTS 


Summary 


Finding  1 


Materials  Management’s 
inventory  records  are 
inaccurate. 


The  inventory  and  materials  management  processes  of 
General  Hospital’s  Materials  Management  have  multiple 
weaknesses.  There  were  numerous  errors  in  the 
sampled  inventory  records,  a lack  of  internal  controls  for 
security  system  access  and  daily  inventory  counts,  no 
policies  and  procedures  to  guide  inventory  cycle  counts, 
and  dispensing  of  expired  and  obsolete  items.  Overall, 
Materials  Management’s  internal  controls  are  inadequate 
because  they  do  not  reasonably  assure  General  Hospital 
that  assets  are  properly  accounted  for,  organized,  and 
safeguarded,  or  that  inventory  purchases  were  recorded 
accurately  and  in  a timely  manner. 


Materials  Management’s  inventory  on-hand  does  not 
match  its  system  records,  increasing  the  risk  of 
undetected  theft  and  lost  or  missing  assets. 

Materials  Management’s  inventory  record  is  inaccurate 
because  it  includes  both  shortages  and  overages.4 
Materials  Management  relies  on  its  inventory 
management  system,  Pathways,  to  maintain  an  accurate 
count  of  its  inventory. 

Test  counts  of  the  inventory  found  multiple  discrepancies 
between  system  and  floor  counts.  Of  the  1,396  items 
with  a value  of  $1,034,364  on  Material  Management’s 
inventory  list  on  February  20,  2014,  24  (2  percent)  were 
judgmentally  selected  to  determine  the  accuracy  and 
existence  of  the  counts  in  Pathways.  Another 
judgmentally  selected  25  items  were  counted  from  the 
inventory  floor  to  determine  completeness  of  the  counts 
in  Pathways. 

As  shown  in  Exhibit  2,  the  system-to-floor  test  found  that 
the  physical  inventory  amounts  did  not  match  for  23  (96 
percent)  of  the  24  items  sampled.  For  6 items  there  were 
greater  quantities  than  shown  on  the  inventory  records 
(an  overage  in  Pathways  of  $1 ,296  of  inventory  or  1 .8 
percent  of  inventory  value  tested)  and  for  17  other  items. 


Shortages  are  when  Pathways  Materials  Management  System  (PMM)  shows  more  items  than  are  actually  on  hand, 
overages  are  when  PMM  shows  fewer  items  than  are  actually  on  hand. 
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there  were  fewer  on  hand  than  listed  (a  shortage  in 
Pathways  of  $35,188  or  48  percent  of  inventory  value 
tested).  The  net  variance  amounted  to  46  percent  of  the 
value  of  the  recorded  system  inventory  sampled. 


EXHIBIT  2 

Discrepancies  in  Inventory  Records  Based  on  System-to-Floor 
Physical  Count  on  February  20,  2014 

Item  Number 

Quantity 

Difference 

Discrepancy 

Per  Pathway 

Audited 

Amount3 

1043503 

63 

24 

(39) 

($9,087.31) 

7014608 

12 

14 

2 

51.28 

7021680 

30 

22 

(8) 

(1,017.50) 

7026355 

8 

2 

(6) 

(976.80) 

7031719 

11 

5 

(6) 

(687.60) 

7031792 

65 

14 

(51) 

(6,196.00) 

7031867 

292 

0 

(292) 

(4,385.34) 

7039680 

24 

23 

(1) 

(236.06) 

7053705 

8,569 

399 

(8,170) 

(408.50) 

7055601 

791 

9 

(782) 

(868.02) 

7074788 

141 

63 

(78) 

(1,647.28) 

7089752 

8 

11 

3 

716.01 

7089910 

102 

33 

(69) 

(64.03) 

7106933 

86 

108 

22 

14.52 

7107469 

561 

587 

26 

12.48 

7306350 

65 

72 

7 

413.00 

7307655 

48 

44 

(4) 

(447.92) 

7325782 

134 

4 

(130) 

(4,156.49) 

7462145 

123 

85 

(38) 

(2,416.04) 

7638920 

44 

20 

(24) 

(1,050.05) 

7803422 

36 

11 

(25) 

(825.00) 

7901580 

4 

2 

(2) 

(718.00) 

7906522 

14 

15 

1 

89.00 

9987630 

13 

13 

0 

0.00 

Total 

11,244b 

1,580c 

(9,664) 

($33,891.65) 

a Total  amount  is  based  on  the  unit  price  in  the  Stock  Status  report  of  2/20/14. 
b Total  value  as  of  2/20/14  was  $73,229. 
c Total  value  as  of  2/20/14  was  $39,337. 

Source:  Auditor’s  analysis  of  sample  of  24  items. 
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Floor  counts  did  not  match  The  floor-to-system  test  found  that  physical  inventory 

inventory  records  for  24  of  amounts  did  not  match  for  24  (96  percent)  of  the  25 
25  selected  items.  items  sampled  (see  Exhibit  3).  For  7 items  there  were 

more  units  than  shown  in  the  inventory  records  (overage 
in  Pathways  of  $3,582  or  13  percent  of  inventory  value 
tested)  and  for  1 7 items  there  were  fewer  (shortage  in 
Pathways  of  $8,044  or  30  percent  of  inventory  value 
tested).  The  net  variance  amounted  to  17  percent  of  the 
value  of  the  recorded  system  inventory  sampled. 


EXHIBIT  3 

1 Discrepancies  in  Inventory  Records  Based  on  Floor-to-System 
Physical  Count  on  February  20,  2014 

Item  Number  

Audited 

Quantity 

Per  Pathway 

Difference 

Discrepancy 

Amount3 

7003692 

220 

602 

(382) 

($155.55) 

7013303 

10 

58 

(48) 

(294.72) 

7303603 

1 

15 

(14) 

(210.00) 

7302805 

6 

100 

(100) 

(329.31) 

7026354 

10 

12 

(2) 

(293.04) 

7904501 

12 

14 

(2) 

(9.16) 

7602057 

31 

25 

6 

240.00 

7009608 

475 

473 

2 

2 93 

6000419 

42 

29 

13 

433.29 

7025604 

6 

5 

1 

21.67 

1043503 

36 

63 

(27) 

(6,291.22) 

7515430 

10 

8 

2 

101.71 

7600223 

20 

21 

(D 

(9.55) 

7016009 

21 

23 

(2) 

(18.02) 

7015902 

14 

29 

(15) 

(146.21) 

7487408 

101 

101 

0 

0.00 

7474604 

144 

126 

18 

82.69 

7905706 

45 

59 

(14) 

(19.46) 

7043607 

28 

29 

(1) 

(14.00) 

1045267 

227 

92 

135 

2,700.00 

7018450 

23 

72 

(49) 

(82.08) 

7018401 

27 

48 

(21) 

(30.91) 

7417879 

16 

17 

(D 

(62.00) 

7098357 

6 

7 

(D 

(62.00) 

7107212 

212 

240 

(28) 

(17.08) 

Total 

1 ,737b 

2,268c 

(531) 

($4,462.02) 

a The  price  is  based  on  the  Price  Per  Stock  Status  report  of  2/20/14. 
b Total  value  as  of  2/20/14  was  $22,210. 

c Total  value  as  of  2/20/14  was  $26,672. 


Source:  Auditor’s  analysis  of  sample  of  25  items. 
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Shortages  indicate  potential 
theft.  Both  shortages  and 
overages,  at  a minimum, 
indicate  issuance  problems. 


Materials  Management 
could  not  explain  the 
reasons  for  count 
discrepancies. 


Inventory  adjustments 
resulted  in  a 23  percent 
reduction  in  discrepancies 
from  the  February  20th  cycle 
count. 


CSA  conducted  a second 
cycle  count  and  found  that 
53  percent  of  the  selected 
inventory  items  were 
adjusted  the  day  before  the 
second  count. 


Shortages  indicate  potential  theft  and  both  shortages 
and  overages,  at  a minimum,  indicate  issuance 
problems.  A shortage  indicates  that  items  were  removed 
from  inventory  without  updating  records.  An  overage 
indicates  that  items  were  not  recorded  in  inventory  when 
stocked,  items  were  never  taken,  or  that  issued  items 
were  returned  to  the  shelf.  A shortage  can  also  occur 
when  withdrawals  from  inventory  are  not  recorded. 

These  inaccuracies  increase  the  risk  of  undetected  theft 
and  lost  or  missing  assets. 

Materials  Management  staff  could  not  explain  the 
reasons  for  these  discrepancies.  However,  based  on  the 
audit’s  first  cycle  count,  on  February  20,  2014,  Materials 
Management  corrected  some  of  the  inventory  counts  in 
Pathways  during  daily  cycle  counts.  After  the  audit’s 
initial  count,  and  related  to  the  audit’s  selection  of  items, 
Materials  Management  made  inventory  adjustments 
during  February  21  through  March  18,  2014.  These 
included  inventory  adjustments  made  for  both  system-to- 
floor  and  floor-to-system  tests. 

Materials  Management’s  adjustments  reduced  from  47  to 
1 1 (23  percent)  of  the  discrepancies  found  by  the  audit  in 
the  February  20th  cycle  count.  The  reduction  in 
discrepancies  was  primarily  due  to  Materials 
Management  adjusting  system  counts.  However,  CSA 
did  not  observe  Materials  Management  inventory  before 
March  19,  2014.  Further,  5 items  were  not  included  in 
the  recount  because  they  were  not  included  in  the 
Pathways  report  for  the  recount. 

Materials  Management  asked  CSA  to  conduct  a second 
cycle  count  before  the  majority  of  the  inventory 
adjustments  were  made.  Materials  Management  knew  of 
CSA’s  selected  items  tested  and  adjustments  were  made 
on  78  percent  of  these  items.  In  fact,  26  inventory  items 
or  53  percent  of  the  selection  were  adjusted  on  March 
18,  2014,  the  day  before  the  second  count. 

CSA  performed  another  inventory  count  with  Materials 
Management  staff  on  March  19,  2014.  As  shown  in 
Exhibit  4,  the  recount  of  the  system-to-floor  test  found 
that  the  physical  inventory  amounts  did  not  match  for  6 
(25  percent)  of  the  24  items  sampled.  For  1 item  there 
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was  a greater  quantity  than  shown  on  the  inventory 
records  (an  overage  in  Pathways  of  $1 ,208  of  inventory) 
and  for  5 other  items,  there  were  fewer  on  hand  than 
listed  (a  shortage  in  Pathways  of  $2,437).  The  net 
variance  amounted  to  2 percent  of  the  value  of  the 
inventory  sampled. 

Materials  Management  staff  made  inventory  adjustments 
on  March  19,  2014. 


EXHIBIT  4 | 

Discrepancies  in  Inventory  Records  Based  on  System-to-Floor 
Physical  Count  on  March  19,  2014 

Item  Number 

Quantity 

Difference 

Discrepancy 

Amount3 

Per  Pathway 

Audited 

1043503 

28 

28 

0 

0.00 

7014608 

13 

13 

0 

0.00 

7021680 

31 

31 

0 

0.00 

7026355 

0 

0 

0 

0.00 

7031719 

15 

15 

0 

0.00 

7031792 

73 

58 

(15) 

($1,822.35) 

7031867 

85 

65 

(20) 

(300.37) 

7039680 

18 

17 

1 

(236.06) 

7053705 

700 

630 

(70) 

(3.50) 

7055601 

43 

43 

0 

0.00 

7074788 

94 

92 

(2) 

(74  50) 

7089752 

11 

11 

0 

0.00 

7089910 

22 

22 

0 

0.00 

7106933 

120 

120 

0 

0.00 

7107469 

531 

531 

0 

0.00 

7306350 

72 

72 

0 

0.00 

7307655 

43 

43 

0 

0.00 

7325782 

124 

124 

0 

0.00 

7462145 

88 

107 

19 

1,208.02 

7638920 

39 

39 

0 

0.00 

7803422 

44 

44 

0 

0.00 

7901580 

1 

1 

0 

0.00 

7906522 

14 

14 

0 

0.00 

9987630 

12 

12 

0 

0.00 

Total 

2,221 b 

2,132° 

(87) 

($1,228.76) 

a Total  amount  is  based  on  the  unit  price  in 

the  Stock  Status  report  of  3/19/14. 

b Total  value  as  of  3/19/14  was  $57,041. 

cTotal  value  as  of  3/19/14  was  $55,812. 

Source:  Auditor’s  analysis  of  sample  of  24  items. 


Office  of  the  Controller,  City  Services  Auditor 
General  Hospital’s  Materials  Management  Department  Must  Improve  Controls  to  Better  Manage  Assets 

CSA  conducted  another  floor-to-system  test  recount 
on  March  19,  2014,  and  found  that  physical  inventory 
amounts  did  not  match  for  5 (25  percent)  of  the  20 
items  sampled  (see  Exhibit  5).  It  should  be  noted  that 
5 items  were  not  included  in  the  recount  because 
they  were  not  included  in  the  report.  For  1 item  there 
were  more  units  than  shown  in  the  inventory  records 
(overage  in  Pathways  of  $698)  and  for  4 items  there 
were  fewer  (shortage  in  Pathways  of  $515).  The  net 
variance  amounted  to  1 percent  of  the  value  of  the 
inventory  sampled. 


i - HI  Discrepancies  in  Inventory  Records  Based  on  Floor-to-System 

I Physical  Count  on  March  19,  2014 

Item  Number  - 

Quantity 

Discrepancy 

Amount3 

Audited 

Per  Pathways 

Difference 

7003692 

Not  counted 

n/a 

n/a 

n/a 

7013303 

7 

7 

0 

0.00 

7303603 

3 

3 

0 

0.00 

7302805 

0 

6 

0 

0.00 

7026354 

13 

13 

0 

0.00 

7904501 

13 

13 

0 

0.00 

7602057 

25 

25 

0 

0.00 

7009608 

438 

463 

(25) 

($36.63) 

6000419 

37 

37 

0 

0.00 

7025604 

6 

6 

0 

0.00 

1043503 

28 

28 

0 

0.00 

7515430 

9 

9 

0 

0.00 

7600223 

7 

7 

0 

0.00 

7016009 

21 

30 

(9) 

(81.09) 

7015902 

13 

22 

(9) 

(87.72) 

7487408 

91 

91 

0 

0.00 

7474604 

416 

264 

152 

698.30 

7905706 

43 

43 

0 

0.00 

7043607 

29 

29 

0 

0.00 

1045267 

183 

183 

0 

0.00 

7018450 

Not  counted 

n/a 

n/a 

n/a 

7018401 

Not  counted 

n/a 

n/a 

n/a 

7417879 

Not  counted 

n/a 

n/a 

n/a 

7098357 

2 

7 

(5) 

(310.00) 

7107212 

Not  counted 

n/a 

n/a 

n/a 

Total 

1,384b 

1,280c 

104 

$182.86 

a The  price  is  based  on  the  Price  Per  Stock  Status  report  of  3/19/14. 
bTotal  value  as  of  3/19/14  was  $18,958. 

cTotal  value  as  of  3/19/14  was  $18,775. 


Source:  Auditor’s  analysis  of  sample  of  25  items. 

Count  differences  declined  The  difference  between  the  counts  on  February  20th  and 
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significantly  between  the  March  19th  (see  Exhibit  6 and  Exhibit  7)  significantly 

counts  of  February  2Cfh  and  reduced  the  differences  between  system  records. 

March  19th. 

For  the  system-to-floor  recount  (see  Exhibit  6),  the 
number  of  items  with  discrepancies  was  reduced  from  23 
on  February  20th  to  6 on  March  19th.  The  value  of  the 
discrepancy  was  reduced  from  negative  $33,892  to 
negative  $1,229. 

For  the  floor-to-system  recount  (see  Exhibit  7),  the 
number  of  items  with  discrepancies  was  reduced  from  24 
on  February  20th  to  5 on  March  IS)"1.  The  value  of  the 
discrepancy  was  reduced  from  negative  $4,662  to 
positive  $183. 


EXHIBIT  6 


Variance  Between  System-to-Floor  Physical  Counts  on  February  20 


and  March  19,  2014 


February  20,  2014 

March  19,  2014 

Item  Number 

System-to-Floor 

Difference 

Discrepancy 

Amount 

System-to-Floor 

Difference 

Discrepancy 

Amount 

1043503 

(39) 

($9,087.31) 

0 

$0.00 

7014608 

2 

51.28 

0 

0.00 

7021680 

(8) 

(1,017.50) 

0 

0.00 

7026355 

(6) 

(976.80) 

0 

0.00 

7031719 

(6) 

(687.60) 

0 

0.00 

7031792 

(51) 

(6,196.00) 

(15) 

(1,822.35) 

7031867 

(292) 

(4,385.34) 

(20) 

(300.37) 

7039680 

(D 

(236.06) 

(D 

(236.06) 

7053705 

(8,170) 

(408.50) 

(70) 

(3.50) 

7055601 

(782) 

(868.02) 

0 

0.00 

7074788 

(78) 

(1,647.28) 

(2) 

(74.50) 

7089752 

3 

716.01 

0 

0.00 

7089910 

(69) 

(64.03) 

0 

0.00 

7106933 

22 

14.52 

0 

0.00 

7107469 

26 

12.48 

0 

0.00 

7306350 

7 

413.00 

0 

0.00 

7307655 

(4) 

(447.92) 

0 

0.00 

7325782 

(130) 

(4,156.49) 

0 

0.00 

7462145 

(38) 

(2,416.04) 

19 

1,208.02 

7638920 

(24) 

(1,050.05) 

0 

0.00 

7803422 

(25) 

(825.00) 

0 

0.00 

7901580 

(2) 

(718.00) 

0 

0.00 

7906522 

1 89.00 

0 

0.00 

9987630 

0 

0.00 

0 

0.00 

Total 

(9,664) 

($33,891.65) 

(89) 

($1,228.76) 
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EXHIBIT  7 

Variance  Between  Floor-to-System  Physical  Counts  on  February  20 
and  March  19,  2014 

February  20,  2014 

March  19,  2014 

Item  Number 

Floor-to-System 

Difference 

Discrepancy 

Amount 

Floor-to-System 

Difference 

Discrepancy 

Amount 

7003692 

(382) 

($155.55) 

not  counted 

not  counted 

7013303 

(48) 

(294.72) 

0 

$0.00 

7303603 

(14) 

(210.00) 

0 

0.00 

7302805 

(100) 

(329.31) 

0 

0.00 

7026354 

(2)_ 

(293.04) 

0 

0.00 

7904501 

J? 1 

(9.16) 

0 

0.00 

7602057 

6 

240.00 

0 

0.00 

7009608 

2 

2.93 

(25) 

(36.63) 

6000419 

13 

433.29 

0 

0.00 

7025604 

1 

21.67 

0 

0.00 

1043503 

(27) 

(6,291.22) 

0 

0.00 

7515430 

2 

101.71 

0 

0.00 

7600223 

(D 

(9.55) 

0 

0.00 

7016009 

(2) 

(18.02) 

(9) 

(81.09) 

7015902 

(15) 

(146.21) 

(9) 

(87.72) 

7487408 

0 

0.00 

0 

0.00 

7474604 

18 

82.69 

152 

698.30 

7905706 

(14) 

(19.46) 

0 

0.00 

7043607 

(D 

(14.00) 

0 

0.00 

1045267 

135 

2,700.00 

0 

0.00 

7018450 

(49) 

(82.08) 

not  counted 

not  counted 

7018401 

_(2_D 

j30.911 

not  counted 

not  counted 

7417879 

(D 

(62.00) 

not  counted 

not  counted 

7098357 

(D 

(62.00) 

J5I 

(310.00) 

7107212 

(28) 

(17.08) 

not  counted 

not  counted 

Total 

(531) 

($4,462.02) 

104 

$182.86 

The  reduction  in 
discrepancies  was  due  to 
Materials  Management  staff 
adjusting  system  counts. 


As  reported  above,  Materials  Management’s  adjustments 
reduced  discrepancies  from  47  inventory  items  in  CSA’s 
February  20,  2014  count  to  1 1 discrepancies  (23 
percent)  noted  by  CSA  in  the  March  19,  2014  recount. 
The  reduction  in  discrepancies  was  due  to  Materials 
Management  staff  adjusting  system  counts.  However, 
CSA  did  not  observe  Materials  Management  inventory 
count  made  prior  to  CSA’s  recount.  Therefore,  CSA 
cannot  conclude  adjustments  were  based  on  actual 
inventory  on  hand. 
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Materials  Management 
needs  to  establish 
accountability  and  set 
performance  goals. 


Inaccurate  records  of  the  inventory  items  on  hand  make 
it  more  difficult  to  detect  theft  or  loss.  Inaccurate  records 
also  make  it  more  difficult  to  monitor  the  inventory  levels 
and  reorder  points  to  ensure  that  items  are  available 
when  needed.  Proper  inventory  accountability  requires 
that  detailed  and  accurate  records  of  acquired  inventory 
be  maintained  and  that  inventory  is  properly  reported. 


As  reported  in  Finding  2,  there  are  no  written  procedures 
for  conducting  inventory  cycle  counts,  including  the 
employees  that  should  be  involved  or  their  roles  and 
responsibilities.  Therefore,  there  is  a lack  of 
accountability. 


One  of  the  key  factors  in 
developing  and 
implementing  an  accurate 
physical  count  process  is  to 
establish  accountability. 


According  to  the  U.S.  Government  Accountability  Office 
(GAO)  Executive  Guide:  Best  Practices  in  Achieving 
Consistent,  Accurate  Physical  Counts  of  Inventory  and 
Related  Property  (GAO  Guide)5,  one  of  the  key  factors  in 
developing  and  implementing  an  accurate  physical  count 
process  is  to  establish  accountability.  Establishing 
accountability  for  the  inventory  physical  count  process 
requires  setting  performance  goals  and  holding  the 
appropriate  level  of  personnel  responsible  for  the  overall 
physical  inventory  process.  Performance  goals  for  the 
physical  count  process  can  be  set  by  establishing 
inventory  record  accuracy  goals  or  other  measurable, 
results-oriented  performance  expectations,  such  as 
adjustments  and  the  number  of  accurate  counts.  Primary 
responsibility  for  the  overall  physical  inventory  counts 
should  be  specifically  designated  and  assigned.  The 
designated  individual  should  be  held  responsible  for 
achieving  an  established  inventory  record  accuracy  goal. 


Recommendations  The  Department  of  Public  Health  should  ensure  that  San 

Francisco  General  Hospital  and  Trauma  Center’s 
Materials  Management  Department: 


1 . Conducts  a 1 00  percent  physical  count  of  inventory 
and  reconcile  discrepancies  to  establish  a new 
inventory  baseline  prior  to  the  year-end  count. 

2.  Establishes  performance  goals  for  the  physical 


5 Executive  Guide:  Best  Practices  in  Achieving  Consistent,  Accurate  Physical  Counts  of  Inventory  and  Related  Property 
(GAO-02-447G),  United  States  General  Accounting  Office  (now  Government  Accountability  Office).  2002. 
http://www.aao.aov. 


13 


Office  of  the  Controller,  City  Services  Auditor 
General  Hospital’s  Materials  Management  Department  Must  Improve  Controls  to  Better  Manage  Assets 


count  and  develop  employee/supervisor 
performance  measurement  systems  to  hold 
appropriate  personnel  accountable  for 
accomplishing  a consistent,  accurate  physical 
count  of  inventory. 


Finding  2 


There  is  no  segregation  of 
duties,  so  one  employee 
performs  incompatible 
duties  to  conduct  daily  cycle 
counts. 


Routinely  adjusting 
inventory  balances  indicates 
a serious  weakness  in 
controls  over  assets. 


Improper  transactions  can 
be  recorded  in  inventory 
records  to  cover  improper  or 
unauthorized  transactions 
when  incompatible  duties 
are  not  separated. 


There  are  no  written 
procedures  for  conducting 
inventory  cycle  counts,  and 
discrepancies  between 
actual  inventory  counts  and 


Materials  Management  has  weak  internal  controls 
over  its  daily  cycle  counts,  increasing  the  risk  of 
error  and  fraud. 

Materials  Management’s  processes  for  its  daily  cycle 
counts  are  inadequate.  Daily  counts  of  randomly 
selected  inventory  items  are  completed  to  evaluate  the 
accuracy  of  the  inventory  records.  However,  one 
inventory  clerk  performs  all  the  tasks  related  to  the 
inventory  cycle  counts  and  also  adjusts  the  quantities  in 
Pathways  to  match  the  on-hand  counts.  This  defeats  the 
purpose  of  doing  the  count.  There  is  no  segregation  of 
responsibilities  or  management  oversight  for  the  daily 
cycle  counts.  Materials  Management’s  practice  of 
routinely  adjusting  inventory  balances  indicates  a serious 
weakness  in  its  controls  over  its  assets. 

A lack  of  separation  of  duties  is  an  internal  control 
weakness  that  increases  the  risk  of  fraud.  When 
incompatible  duties  are  not  separated,  improper 
transactions  can  be  recorded  in  inventory  records  to 
cover  improper  or  unauthorized  transactions.  Also,  errors 
can  easily  be  hidden  at  the  time  of  cycle  counts  without 
further  investigation.  Not  only  are  incompatible  duties  not 
segregated,  but  Materials  Management  has  no  back-up 
staff  to  perform  the  daily  cycle  counts  in  the  absence  of 
the  inventory  clerk,  increasing  the  risk  of  error  and  fraud 
going  undetected. 

The  inventory  clerk  performs  daily  cycle  counts  by 
manually  selecting  inventory  items  in  Pathways  by  bin 
location.  In  fiscal  year  2012-13,  the  inventory  clerk 
performed  213  cycle  counts,  which  resulted  in  net 
inventory  adjustments  of  $44,545. 

There  are  no  written  procedures  for  conducting  inventory 
cycle  counts,  or  that  identify  the  employees  that  should 
be  involved  or  their  roles  and  responsibilities.  Further, 
the  inventory  clerk  does  not  investigate  discrepancies 
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existing  records  are  not 
investigated. 


Segregation  of  duties  helps 
reduce  the  risk  of  error  and 
fraud. 


Recommendations 


Finding  3 


between  actual  counts  and  existing  records  in  Pathways 
and  does  not  maintain  support  documents  for  completed 
count  sheets. 

According  to  the  GAO  Guide,  segregation  of  duties 
entails  dividing  or  segregating  key  duties  and 
responsibilities  among  different  people,  which  helps  to 
reduce  the  risk  of  error  and  fraud  so  that  no  single 
individual  can  adversely  affect  the  accuracy  and  integrity 
of  the  count.  The  key  areas  of  segregation  are  physical 
custody  of  assets,  processing  and  recording  of 
transactions,  and  approval  of  transactions.  Ideally, 
personnel  performing  any  one  of  the  above  functions 
would  not  also  have  responsibilities  in  either  of  the  other 
two  functions. 

The  Department  of  Public  Health  should  ensure  that  San 
Francisco  General  Hospital  and  Trauma  Center’s 
Materials  Management  Department: 

3.  Separates  incompatible  duties  so  that  staff 
responsible  for  counting  inventory  cannot  adjust 
quantities  in  the  Pathways  system.  Differences 
between  inventory  records  and  quantities  on  hand 
should  be  adjusted  only  after  review  and  approval 
by  management. 

4.  Identifies  and  trains  other  staff  to  perform  daily 
cycle  counts  in  the  event  the  inventory  clerk  is 
unavailable. 

5.  Develops  a record  retention  policy  for  files 
supporting  the  inventory  cycle  counts. 


Materials  Management  needs  to  strengthen  internal 
controls  over  reconciliation  of  quantity 
discrepancies  in  inventory  cycle  counts  to  detect  any 
theft  or  loss  of  assets. 

Materials  Management  does  not  review  potential  causes 
of  the  inventory  quantity  discrepancies  identified  during 
its  annual  physical  inventories  and  daily  cycle  counts. 
Because  it  does  not  investigate  the  cause  of  the 
discrepancies,  management  is  unable  to  detect  any  theft 
or  loss  of  assets  that  may  occur  or  to  implement 


15 


Office  of  the  Controller,  City  Services  Auditor 
General  Hospital’s  Materials  Management  Department  Must  Improve  Controls  to  Better  Manage  Assets 

corrective  actions  to  mitigate  the  causes. 


According  to  staff,  Materials  Management’s  process  is  to 
discard  supporting  documentation  (for  example,  count 
sheets)  after  completion  of  the  counts.  Thus,  Materials 
Management  could  not  provide  any  supporting 
documents  for  the  inventory  cycle  count  adjustments  or 
copies  of  completed  count  sheets,  except  for  the  June 
29,  2013,  annual  physical  inventory  count. 


Not  identifying  the  cause  of 
inventory  discrepancies 
could  cause  continuing, 
excessive  inventory 
adjustments. 


Further,  an  excessive  amount  of  inventory  adjustments 
was  noted  during  the  fiscal  year  2012-13.  Materials 
Management  made  4,309  inventory  adjustments  related 
to  inventory  counts  during  the  fiscal  year  without  properly 
investigating  the  discrepancies.  These  adjustments 
resulted  in  a net  inventory  decrease  of  $244,210. 


As  shown  in  Exhibit  8,  2,604  inventory  adjustments  were 
made  with  “cycle  count”  as  the  Pathways  reason  code, 
which  included  daily  cycle  counts  mostly  done  by  the 
inventory  clerk  and  1,705  cycle  counts  adjustments  were 
made  related  to  the  year-end  physical  count  and  daily 
counts  performed  by  the  inventory  clerk. 


■ Inventory  Adjustments  Related  to  Inventory  Counts 

Requisition  Type 

Adjustment  Counts 

Amount  of  Impact 

Inventory  adjustment1 
Cycle  count2 

2,604 

1,705 

($125,006) 

(119,204) 

Total 

4,309 

($244,210) 

1 Inventory  adjustments  with  cycle  count  as  the  Pathways  reason  code. 

2 Inventory  adjustments  that  did  not  include  a Pathways  reason  code. 

Source:  Auditor’s  analysis  of  data  from  Pathways  Materials  Management  System. 


Further,  of  the  4,309  adjustments,  923  (21  percent)  were 
made  by  the  Materials  Management  Information  team. 
Following  the  year-end  physical  count,  the  Information 
team  entered  912  inventory  adjustments,  which  resulted 
in  a net  inventory  decrease  of  $56,416.  The  Information 
team  also  entered  throughout  the  year  1 1 inventory 
adjustments  with  “cycle  count”  as  the  reason  code,  which 
resulted  in  a net  inventory  decrease  of  $3,143. 
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Research  about  the  cause 
and  reconciliation  of 
differences  are  essential 
elements  of  an  effective 
physical  count  process. 


Recommendations 


The  Information  team  has  super  user6  system  access 
and  is  responsible  for  ensuring  the  maintenance, 
configuration,  and  reliability  of  Pathways.  Materials 
Management  lacks  adequate  detective  controls  to 
ensure  activities  of  the  super  user  login  accounts  are 
closely  monitored  and  reviewed  by  management. 

Materials  Management  could  not  provide  evidence  of 
any  reconciliation  having  been  performed  between  cycle 
count  sheet  quantities  and  inventory  item  transactions  to 
identify  causes  of  the  quantity  discrepancies. 

Consistently  identifying  the  cause  of  inventory 
discrepancies  could  help  reduce  the  amount  of  inventory 
adjustments  made  during  the  year. 

According  to  the  GAO  Guide,  even  with  a strong  control 
environment  and  sound  physical  count  procedures,  it  is 
not  unusual  for  there  to  be  differences  in  quantities 
between  the  physical  count  and  the  record.  Research 
about  the  cause — sometimes  referred  to  as  root  cause 
analysis — and  reconciliation  of  differences  are  essential 
elements  of  an  effective  physical  count  process.  The 
process  of  research  includes  performing  the  required 
analysis,  promptly  completing  research,  and  referring 
variances  to  management  for  approval  and/or  security 
for  investigation.  Research,  when  properly  conducted, 
supports  adjustment  to  the  inventory  records,  identifies 
the  causes  of  variances  between  the  physical  count  and 
the  inventory  records,  and  provides  management  with 
information  with  which  to  implement  corrective  actions. 

The  Department  of  Public  Health  should  ensure  that  San 
Francisco  General  Hospital  and  Trauma  Center’s 
Materials  Management  Department: 

6.  Establishes  policies  and  procedures  that  guide  staff 
on  how  to  formally  report  inventory  discrepancies 
to  management  for  approval  and  on  the  required 
documentation  and  retention  period  for  the 
research  and  adjustment  of  inventory  records. 


7.  Develops  in  writing  a research  process,  such  as 


Super  user  accounts  are  typically  described  as  “root"  or  “administrator " As  the  system  administrator,  the 
Information  team  is  charged  with  supply  chain  data  management  and  analytics,  decision  support  functions, 
and  education  on  materials  management  information  systems  including,  but  not  limited  to.  PMM 
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procedures  for  reviewing  movement  of  items  during 
the  count,  transaction  histories,  and  shipping  and 
receiving  documents. 

8.  Develops  a control  that  requires  management  to 
monitor  and  review  all  entries  entered  by  the 
Materials  Management  Information  Systems  team 
during  the  year. 


Finding  4 Materials  Management  needs  to  define  its  inventory 

valuation  method  and  document  it  in  General 
Hospital’s  accounting  policy  to  ensure  inventory 
value  is  reported  accurately. 

Materials  Management’s  inventory  valuation  method  is 
not  documented  in  General  Hospital’s  accounting  policy 
and  is  inconsistent  with  management’s  stated 
methodology  of  valuing  its  inventory  based  on  the  last 
price  paid.  As  a result,  Materials  Management  cannot  be 
assured  that  it  reports  the  value  of  its  inventory  correctly 
in  General  Hospital’s  financial  records. 

As  shown  in  Exhibit  9,  of  the  24  inventory  items  selected 
for  testing,  7 (29  percent)  items  had  a unit  cost  in 
Pathways  that  did  not  match  the  unit  cost  per  the  invoice. 
For  6 items  the  last  invoice  paid  was  more  than  the 
system  price,  and  for  1 item  the  last  invoice  paid  was 
less  than  the  system  price. 


EXHIBIT  9 

Price  Discrepancies  in  Inventory  Records  Based  on  Vendor 
Payments 

Item  Number 

Number  of 
Items 

System 

Price 

Unit  Price  per  Last 
Invoice  Paid 

Discrepancy 

Amount 

7014608 

5 

$25.64 

$26.30 

($3.28) 

7021680 

8 

127.19 

130.44 

(25.98) 

7026355 

4 

162.80 

166.96 

(16.64) 

7089910 

36 

0.91 

0.94 

(0.83) 

7325782 

120 

30.74 

31.40 

(79.20) 

7638920 

20 

43.00 

43.75 

(15.05) 

9987630 

4 

140.00 

120.75 

77.00 

Total 

($63.98) 

Source:  Auditor’s  analysis  of  a sample  of  24  inventory  items  purchased. 


According  to  management,  personnel  update  items’  unit 
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An  inventory  valuation 
method  that  is  consistently 
followed  is  critical  in 
verifying  that  on-hand 
balances  agree  with 
financial  records. 

prices  in  the  inventory  system  based  on  price  information 
provided  by  vendors.  Any  price  updates  in  the  Pathways 
item  manager  will  cause  adjustments  to  the  item’s  unit 
cost  in  both  open  purchase  orders  and  inventory  on 
hand. 

According  to  the  GAO  Guide,  an  inventory  valuation 
method  that  is  consistently  followed  is  critical  in  verifying 
that  on-hand  balances  agree  with  financial  records. 

Further,  according  to  guidance  from  the  Governmental 
Accounting  Standards  Board,7  cost  for  inventory 
purposes  may  be  determined  under  any  one  of  several 
assumptions  as  to  the  flow  of  cost  factors  (such  as 
average  cost;8  First  In,  First  Out;  and  Last  In,  First  Out). 
The  major  objective  in  selecting  a method  should  be  to 
choose  the  one  which,  under  the  circumstances,  most 
clearly  reflects  periodic  cost.  A loss  should  be 
recognized  and  accounted  for  in  the  current  period 
whenever  the  utility  of  goods  is  impaired  by  damage, 
deterioration,  obsolescence,  changes  in  price  levels,  or 
other  causes.  Such  losses  should  be  measured  by 
applying  the  method  of  pricing  inventories  at  cost  or 
market,  whichever  is  lower. 

Recommendations 

The  Department  of  Public  Health  should  ensure  that  San 
Francisco  General  Hospital  and  Trauma  Center’s 
Materials  Management  Department: 

9.  Properly  selects  and  implements  an  inventory 
valuation  method  and  communicates  the  method  to 
the  Accounting  unit  so  it  can  update  accounting 
policies  and  procedures. 

10.  Consistently  follows  the  inventory  valuation  method 
in  accordance  with  the  accounting  policy. 

Finding  5 

Invoice  payments,  which  are  required  to  be  paid 
within  30  days,  are  sometimes  late. 

Governmental  Accounting  Standards  Board  (GASB),  Governmental  Accounting  Standards  Series,  Statement  No.  62, 
paragraphs  188-201,  sets  forth  the  general  principles  applicable  to  the  pricing  of  inventories  of  business-type  activities 
GASB  is  the  independent  organization  that  establishes  and  improves  standards  of  accounting  and  financial  reporting  for 
U.S.  state  and  local  governments. 

Average  cost  method  calculates  the  cost  of  ending  inventory  and  cost  of  goods  sold  for  a period  on  the  basis  of  weighted 
average  cost  per  unit  of  inventory. 
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Invoices  are  not  always 
paid  within  30  days  of 
invoice  receipt. 


Recommendation 


Finding  6 


Invoices  are  not  always  paid  within  30  days  of  their 
receipt.  According  to  accounting  employees,  they  do  not 
pay  any  late  fees  that  may  be  assessed  by  vendors,  and 
all  purchase  order  payments  are  due  within  30  days  with 
no  discount.  However,  invoice  payments  must  be  made 
within  30  days  from  the  date  the  invoice  is  received. 

Of  the  24  inventory  invoices  tested,  2 (8  percent)  were 
paid  more  than  30  days  after  receipt.  According  to 
accounting  staff,  delayed  payment  was  due  to  errors  in 
the  interface  files  (e.g.,  no  email  notification  to  the 
Controller’s  Office,  a record  is  out  of  alignment,  a credit 
memo  processed  that  is  not  allowed  in  the  interface  file, 
and  other  errors)  in  April  and  May  2013.  Any  issues  with 
the  interface  will  cause  a delay  in  vendor  payments. 

According  to  the  City’s  Prompt  Payment  Program  and 
General  Hospital’s  accounting  policies  and  procedures, 
an  invoice  should  be  paid  within  30  days  of  the  date  on 
which  the  City  receives  and  accepts  it. 

1 1 . The  Department  of  Public  Health  should  ensure 
that  San  Francisco  General  Hospital  and  Trauma 
Center’s  Materials  Management  Department 
complies  with  the  City’s  Prompt  Payment  Program 
and  General  Hospital’s  accounting  policies  to  pay 
invoices  within  30  days  of  the  date  on  which  they 
are  received  and  accepted. 


Materials  Management  does  not  retain  all  necessary 
purchasing  documents  to  support  items  received 
and  paid. 

Invoices  and  packing  slips  were  not  always  retained  by 
Materials  Management.  Without  these  purchasing 
documents,  which  support  the  department’s  payments, 
there  is  no  evidence  that  Materials  Management  and  the 
Accounting  unit  properly  reviewed  the  documents  and 
processed  the  payments  in  a timely  manner. 

According  to  General  Hospital’s  accounting  policies, 
payments  should  only  be  made  for  invoices  that  are 
originals  or  that  are  certified  by  General  Hospital’s  chief 
financial  officer  (for  copied  invoices)  as  original,  that  are 
signed  off  by  an  authorized  designee,  and  that  are 
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Materials  Management  does 
not  retain  all  necessary 
documents  to  evidence 
receipt  of  inventory. 


Recommendation 


consistent  with  contract  prices  and  terms.  Further, 
according  to  the  receiving  overview  policy,  electronic 
receipts  or  paper  delivery  documents  must  be  signed  by 
the  receiving  storekeeper.  Packing  slips  and  additional 
delivery  documents  are  to  be  maintained  in  Materials 
Management’s  Main  Storeroom  file  for  future  reference 

Of  the  24  inventory  items  selected  for  review  of 
payments,  3 (13  percent)  were  missing  invoices.  These 
invoices  would  have  provided  support  for  $10,360  of 
inventory  items. 

Management  could  not  provide  all  the  packing  slips  to 
evidence  receipt  of  the  quantities  ordered.  Of  the  24 
inventory  items  selected  for  receipt  testing,  16  (67 
percent)  were  missing  evidence  of  review  from  the 
Receiving  Department  (for  example,  initials  and  date), 
and  7 (29  percent)  were  missing  packing  slips.  Of  the  16 
packing  slips  lacking  evidence  of  review,  12  (75  percent) 
original  packing  slips  had  been  inadvertently  discarded, 
according  to  Materials  Management  staff.  However, 
copies  were  provided.  4 original  packing  slips  lacked 
evidence  of  review.  These  packing  slips  would  have 
provided  support  for  inventory  items  of  $32,782.  Without 
the  packing  slips,  there  is  no  documentation  that 
Materials  Management  verified  that  packing  slips, 
inventory  items  received,  and  invoices  reconcile. 

According  to  the  City  Administrative  Code  Section  8.3, 
the  Controller  is  to  give  guidance  to  City  departments  on 
the  retention  and  destruction  of  records  relating  to 
financial  matters.  Each  department  head  is  to  maintain 
records  according  to  the  Controller’s  Retention  Policy. 
Invoices  should  be  retained  for  five  years. 

Further,  according  to  the  Controller’s  record  retention 
policy,  invoices  and  associated  documents  to  support 
payment  are  to  be  maintained  at  least  five  years.  The 
Controller’s  Payment  Processing  Guidelines  also  require 
invoice  and  supporting  documents  to  be  filed 
systematically  for  later  audits. 


12.  The  Department  of  Public  Health  should  ensure 
that  San  Francisco  General  Hospital  and  Trauma 
Center’s  Materials  Management  Department 
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Finding  7 


Management  is  not  using 
Pathways  usage  reports  to 
establish  PAR  levels. 


retains  purchasing  documents  for  a minimum  of 
five  years. 


Materials  Management  has  not  established  periodic 
automatic  replenishment  (PAR)  levels  for  every 
inventory  item  to  improve  inventory  efficiency  and 
contain  costs. 

Materials  Management  staff  relies  on  an  informal 
process  to  determine  and  monitor  inventory  levels.  While 
some  inventory  items  have  PAR  levels,  for  most 
inventory  items  PAR  levels  are  not  established.  Inventory 
levels  should  be  replenished  to  established  PAR  levels  to 
ensure  sufficient  available  supplies  without  overstocking. 
Without  established  PAR  levels,  there  is  a risk  that 
inventory  items  may  not  be  available  when  needed. 

Materials  Management  does  not  analyze  its  historical 
usage  to  establish  PAR  levels  for  every  inventory  item 
and  determine  replenishment  needs.  PAR  levels  for 
automatic  reordering  are  set  for  some  inventory  items 
through  the  Omnicell  supply  cabinets;  usage  is 
determined  when  a staff  takes  an  item  off  the  Omnicell 
supply  shelf  and  then  presses  the  assign  button  to  lower 
the  inventory  level  for  the  item  taken.  Once  inventory 
drops  below  the  PAR  level,  a purchase  order  is 
automatically  created  and  inventory  is  ordered  through 
the  primary  vendor.  Management  also  acknowledged 
that  it  relies  on  visual  cues  and  personal  judgment  to 
assess  inventory  levels  for  handheld  inventory  ordering. 

Materials  Management’s  inventory  system  can  provide  a 
standard  report  that  analyzes  usage  to  establish  PAR 
levels.  Pathways  also  offer  functionalities  to  set  the 
minimum  and  maximum  level  of  each  inventory  item. 

This  minimum/maximum  control  can  specify  the  point  at 
which  an  item  should  be  reordered  (minimum  stocking 
level)  and  a reorder  quantity  ceiling  (maximum  stocking 
level). 

According  to  Materials  Management  staff,  it  is  upgrading 
its  inventory  system  so  inventory  ordering  will  be 
automated  based  on  a set  usage  and  a set  PAR  value 
would  be  established.  The  staff  expects  to  implement  the 
PAR  value  system  in  2015. 
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According  to  the  GAO9,  the  use  of  a PAR  level  that  is 
controlled  by  central  stores  could  improve  the  efficiency 
of  inventory  distribution  functions  and  ultimately  help 
contain  costs. 

Recommendation 

13.  The  Department  of  Public  Health  should  ensure 
that  San  Francisco  General  Hospital  and  Trauma 
Center’s  Materials  Management  Department  sets 
periodic  automatic  replenishment  values  or 
minimum/maximum  levels  for  all  inventory  items 
and  implements  them  in  the  inventory  ordering 
process. 

Finding  8 

Materials  Management  does  not  monitor  user  access 
to  its  inventory  system  to  safeguard  data  and 
prevent  unauthorized  access. 

Materials  Management  staff  does  not  monitor  user 
access  in  Pathways.  Infrequent  or  no  user  access 
reviews  increase  the  vulnerability  of  data.  System  access 
reviews  can  detect  unauthorized  users  and  help 
safeguard  data  to  prevent  unauthorized  access, 
including  access  that  could  allow  malicious  acts. 

The  Pathways  security  access  list  of  February  20,  2014 
shows  a former  Materials  Management  employee  whose 
last  day  of  employment  was  October  18,  2013,  still  had 
access  to  the  system. 

Reviewing  system  user 
access  is  a recommended 
practice. 

The  National  Institute  of  Standards  and  Technology 
states  that  organizations  should  have  policies  for 
identifying  account  types,  granting  and  removing  user 
access,  specifying  and  enforcing  access  privileges, 
requiring  appropriate  approvals,  and  regularly  reviewing 
user  access.10 

Recommendations 

The  Department  of  Public  Health  should  ensure  that  San 
Francisco  General  Hospital  and  Trauma  Center’s 
Materials  Management  Department: 

9 United  States  Government  Accountability  Office,  Auditing  and  Financial  Management:  Opportunities  for 
Improving  Hospital  Purchasing,  Inventory  Management  and  Supply  Distribution.  Part  I.  PSAD  79-58A: 
Published  Apr  1,  1979. 

10  NIST,  Recommended  Security  Controls  for  Federal  Information  Systems  and  Organizations , Special 
Publication  800-53,  Revision  3,  2009. 
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Finding  9 


Indicated  locations  of 
overflow  inventory  items  are 
sometimes  inaccurate. 


14.  Periodically  reviews  user  access  to  the  Pathways 
Materials  Management  system,  adequately 
documents  the  process,  and  ensures  that  the 
system  access  rights  of  users  who  no  longer  need 
access  are  immediately  terminated. 

15.  Periodically  reviews  user  access  to  the  Pathways 
Materials  Management  system  to  ensure  that  the 
assignment  of  responsibilities  in  Pathways  is 
consistent  with  each  employee’s  job  description 
and  that  incompatible  duties  are  separated. 


Inventory  items  stored  in  the  overflow  warehouse  are 
not  properly  labeled  to  enable  accurate  inventory 
counts. 

Materials  Management  stores  overflow  inventory  in  its 
warehouse  on  shelves  that  are  not  always  correctly 
labeled.  The  item  number  of  the  overflow  inventory  is 
written  on  the  shipping  box  for  identification.  For  overflow 
inventory,  a location  number  is  also  indicated  on  the 
shelf  of  the  corresponding  item  in  the  Central  Distribution 
room  and  in  Pathways. 

However,  the  bin  location  number  on  the  shelf  does  not 
always  tie  to  the  bin  location  in  Pathways  or  the  one 
indicated  on  the  inventory  item  label  in  the  Central 
Distribution  room.  Without  accurate  location  references, 
there  is  an  increased  risk  that  all  inventory  items  are  not 
accounted  for  during  cycle  counts,  which  could  lead  to 
excessive  inventory  adjustments.  Inaccurate  counts  may 
also  cause  unnecessary  purchases  of  items  already  on 
hand. 

During  the  independent  count  for  the  audit,  CSA  noted 
inventory  items  in  the  warehouse  that  were  not  in  the 
correct  location  according  to  the  Central  Distribution 
shelf  and/or  Pathways  system.  According  to  Materials 
Management  staff,  it  is  attempting  to  change  the 
inventory  labeling  system  so  that  staff  would  solely  use 
Pathways  to  locate  the  inventory  items  in  the  warehouse. 
Also,  Materials  Management  stores  unpacked  and 
unlabeled  inventory  in  another  area  of  the  overflow 
warehouse,  known  as  the  “H”  pallet  area.  Materials 
Management  staff  confirmed  that  the  “H”  inventory  is 
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Recommendations 


Finding  10 


included  in  the  stock  status  report  because  it  has  been 
processed  by  the  Receiving  Department  and  received 
through  Pathways.  Materials  Management  staff  stated 
that  the  “H”  area  is  temporary  and  is  for  storage  of  in- 
transit  items  that  have  been  received  during  the 
weekend.  Management  acknowledged  that  the  overflow 
inventory  is  temporary  and  that  inventory  should  be 
stored  in  the  warehouse  with  labeled  locations  and/or 
Central  Distribution. 

The  GAO  Guide  states  that  all  inventory  items  should 
have  labels  or  identification  and  should  be  in  the  correct 
location. 

The  Department  of  Public  Health  should  ensure  that  San 
Francisco  General  Hospital  and  Trauma  Center’s 
Materials  Management  Department: 

16.  Ensures  that  all  inventory  items  have  the  correct 
location  indicated  in  the  Pathways  Materials 
Management  system  and  on  the  inventory  shelf  in 
the  Central  Distribution  room. 

17.  Permanently  clears  the  “H”  area  and  stores 
inventory  in  the  labeled  location  in  the  overflow 
warehouse  and/or  Central  Distribution  room. 


Materials  Management  has  no  written  policies  and 
procedures  to  perform  daily  cycle  counts,  increasing 
the  risk  of  ineffective  and  unreliable  counts. 

Materials  Management  does  have  written  policies  and 
detailed  procedures  for  conducting  annual  inventory 
counts  that  include  a requirement  that  duties  be 
segregated  among  different  employees  during  the  count. 
Therefore,  the  annual  inventory  count  does  not  have  the 
same  risks  as  the  daily  cycle  counts. 


According  to  Materials  Management,  procedures  used 
for  daily  cycle  counts  are  based  on  Pathways  guidelines. 
However,  these  guidelines  are  limited  to  using  Pathways 
and  do  not  detail  the  formal  instructions  for  all  aspects  of 
the  cycle  count  process. 
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Establishing  and 
documenting  policies  and 
procedures  are  essential  to 
an  effective  and  reliable 
physical  count. 


Recommendations 


As  reported  in  Finding  2,  Materials  Management  has 
weak  internal  controls  over  its  daily  cycle  counts.  One 
inventory  clerk  performs  all  the  tasks  related  to  the 
inventory  cycle  counts  and  also  adjusts  the  quantities  in 
Pathways.  Therefore,  there  is  no  segregation  of 
responsibilities  or  proper  oversight  for  the  daily  cycle 
counts.  Further,  no  investigations  are  made  for  inventory 
count  discrepancies. 

According  to  the  GAO  Guide,  establishing  and 
documenting  policies  and  procedures  are  essential  to  an 
effective  and  reliable  physical  count.  Policies  and 
procedures  demonstrate  management's  commitment  to 
the  inventory  physical  count  process  and  provide  to  all 
personnel  clear  communication  and  comprehensive 
instructions  and  guidelines  for  the  count.  Establishing 
written  policies  and  procedures  helps  ensure  consistent 
and  accurate  compliance  and  application  needed  to 
achieve  high  levels  of  integrity  and  accuracy  in  the 
physical  count  process.  Policies  and  procedures  also 
become  the  basis  for  training  and  informing  employees 
and  the  reference  when  there  is  turnover  in  personnel. 

Once  policies  and  procedures  have  been  established 
and  documented,  they  must  be  regularly  reviewed  and 
updated  to  reflect  any  changes  in  the  daily  cycle  count 
process. 

The  Department  of  Public  Health  should  ensure  that  San 
Francisco  General  Hospital  and  Trauma  Center’s 
Materials  Management  Department: 

18.  Establishes  written  policies  and  procedures  for  the 
daily  cycle  count  process  at  the  Central  Distribution 
room.  The  written  procedures  should  provide 
formal  instructions  for  all  aspects  of  the  cycle  count 
processes,  including: 

• The  objective  of  the  cycle  inventory  count. 

• The  period  in  which  the  inventory  count 
should  be  conducted. 

• The  employees  that  should  be  involved  and 
their  roles  and  responsibilities. 

• Provisions  for  handling  inventory  movements. 

• Instructions  for  use  of  inventory  count  sheets 
(including  their  distribution,  collection,  and 
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control),  including  segregation  of  duties 
among  those  responsible  for  count  sheet 
control,  counting  inventory,  and  inputting 
completed  count  sheets  to  inventory  records. 

• Instructions  for  researching  and  adjusting 
variances. 

19.  Regularly  reviews  and  revises  policies  and 
procedures  for  any  changes  in  the  cycle  count 
process  and  individual  tasks. 


Finding  11  Materials  Management  lacks  written  policies  and 

procedures  for  identifying  and  dispensing  expired 
and/or  obsolete  items,  increasing  the  risk  of 
incurring  unnecessary  costs. 


Materials  Management  has 
no  written  policies  or 
procedures  for  inventory 
items  that  have  expired 
and/or  are  obsolete. 


Materials  Management  does  not  have  written  policies 
and  procedures  for  inventory  items  that  have  expired 
and/or  are  obsolete.  The  lack  of  policies  and  procedures 
for  identifying  and  disposing  of  obsolete  inventory  may 
cause  Materials  Management  to  incur  unnecessary  costs 
to  store  expired  items  that  could  be  liquidated. 


According  to  Materials  Management  staff,  it  places  a red 
dot  on  the  shelf  label  for  items  in  Central  Distribution  that 
have  an  expiration  date.  Staff  reports  that  it  removes 
expired  or  obsolete  items  during  the  daily  cycle  counts. 
Materials  Management  staff  stated  that  it  donates  all 
expired  and  obsolete  items  to  a nonprofit  organization, 
Bayambang  Association  of  Northern  California,  including 
any  item  that  is  sterile  and  of  use. 


The  Harvard  Medical  School  Family  Health  Guide11 
states  that  the  expiration  date  does  not  indicate  a point 
at  which  a medication  is  no  longer  effective  or  has 
become  unsafe  to  use.  Medical  authorities  state  that 
expired  drugs  are  safe  to  take,  even  those  that  expired 
years  ago.  The  effectiveness  of  a drug  may  decrease 
over  time,  but  much  of  the  original  potency  still  remains 
even  a decade  after  the  expiration  date. 


Expired  items  are  stored  on  a separate  shelf  in  the 
receiving  area  for  donation  and  adjustments  are  made  in 


The  Harvard  Medical  School  Family  Health  Guide:  Drug  Expiration  Dates  - Do  They  Mean  Anything? 
http://www.health.harvard.edu/fhg/updates/update1 1 03a.shtml 
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Proper  approval  methods 
and  disposal  of  expired  or 
obsolete  items  reduce  the 
possibility  of  errors,  theft, 
and  mishandling. 


the  inventory  system.  Supervisory  review  and  approval 
of  expired  items  is  not  required  before  they  are  donated. 
During  fiscal  year  2012-13,  staff  made  inventory 
adjustments  for  58  expired  items  with  a cost  of  $22,984. 

Procedures  for  identifying  and  dispensing  expired  and/or 
obsolete  items  are  not  in  a written  policy,  and  Materials 
Management  has  no  system  to  identify  expired  items  in 
advance  (for  example,  those  expiring  within  three 
months).  Identifying  expired  items  in  advance  would 
reduce  the  risk  of  using  them  on  patients. 

During  the  audit’s  count,  on  February  20,  2014,  an 
inventory  item  (tracheostomy  tube)  with  an  expiration 
date  of  December  2013  was  found  on  the  inventory  shelf 
at  Central  Distribution.  Another  item  with  an  expiration 
date  of  March  2014  was  also  on  the  shelf  at  Central 
Distribution.  Materials  Management  staff  stated  that 
items  with  expiration  dates  are  used  until  the  end  of  the 
listed  month. 


According  to  the  GAO  Guide,  establishing  and 
documenting  policies  and  procedures  are  essential  to  an 
effective  and  reliable  physical  count.  Physical  controls 
and  accountability  reduce  the  risk  of  undetected  theft 
and  loss  and  unexpected  shortage  of  critical  items. 
These  controls  improve  accountability  over  inventory, 
which  helps  ensure  continuity  of  operations  and 
improved  storage  and  control  of  excess  or  obsolete 
stock. 


It  is  a best  practice  to  follow 
a schedule  of  regular, 
expired,  and  obsolete 
inventory  reviews. 


According  to  Inventory  Best  Practices ,12  it  is  a best 
practice  to  follow  a schedule  of  regular,  expired,  and 
obsolete  inventory  reviews.  Benefits  of  having  these 
reviews  include: 


• Opening  up  space  in  the  warehouse  for  other 
purposes. 

• Opportunity  for  identifying  changes  in  practices  to 
reduce  obsolete  inventory  in  the  future. 


Recommendations  The  Department  of  Public  Health  should  ensure  that  San 

Francisco  General  Hospital  and  Trauma  Center’s 
Materials  Management  Department: 


12  Bragg,  Steven  M.,  Inventory  Best  Practices,  John  Wiley  & Sons,  Inc.,  Hoboken,  New  Jersey,  2004. 
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20.  Establishes  written  policies  and  procedures  for  the 
identification,  segregation,  and  disposal  of  expired 
and  obsolete  items  from  the  inventory.  At  a 
minimum,  these  policies  and  procedures  should 
define  obsolescence  and  establish  clear 
responsibilities  for  the  enforcement  of  those 
policies  and  the  ultimate  disposition  of  the  obsolete 
items. 

21 . Research  the  use  of  expired  products  that  could 
put  lives  at  risk  so  should  be  disposed  of,  not 
donated.  Establish  a procedure  on  howto  identify 
expired  products  that  are  not  to  be  donated  and 
how  to  properly  dispose  of  them. 

22.  Establishes  a schedule  for  regular  reviews  on 
expired  and  obsolete  inventory. 

23.  Creates  a procedure  by  which  management 
reviews  and  signs  the  list  of  obsolete/expired  items 
before  disposal  or  donation  of  items. 
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APPENDIX:  DEPARTMENT  RESPONSE 


City  and  County  of  San  Francisco 
Edwin  M.  Lee 
Mayor 


San  Francisco  Department  of  Public  Health 
Barbara  A.  Garcia,  MPA 
Director  of  Health 


To:  Tonia  Lediju,  Director  of  City  Audits 

City  Services  Auditor  Division 

From:  Barbara  Garcia,  Director  of  Health 

Department  of  Public  Health 

Date:  May  23,  2014 


Subject:  Response  to  Findings  from  Audit  titled  ‘Department  of  Public  Health:  San  Francisco 

General  Hospital’s  Materials  Management  Department  Must  Improve  Controls  to  Better 
Manage  Assets” 


Enclosed  for  your  review  are  the  Department  of  Public  Health’s  responses  to  the  recent  audit  of  the 
inventory  control  procedures  in  San  Francisco  General  Hospital’s  Materials  Management  Department  We 
appreciate  the  time,  effort,  guidance,  and  professionalism  of  your  staff  in  conducting  this  audit 

We  have  carefully  reviewed  your  team's  draft  report  findings  and  concur  with  of  the  recommendations 
provided.  Attached  is  the  completed  Audit  Recommendation  and  Response  Form  We  are  confident  that 
the  findings  of  the  audit  and  the  subsequent  steps  taken  to  implement  the  recommendations  win  allow  the 
inventory  operations  to  function  with  tighter,  and  appropriate,  controls. 

If  you  have  any  questions  or  require  further  information,  please  do  not  hesitate  to  contact  me  at  415  554 
2600  or  Baljeet  Sangha  at  415  554  2640. 


MPA 

Director  of  Health 

Attachment:  Audit  Recommendation  and  Response  Form 

CC:  Roland  Pickens 

Greg  Wagner 
Sue  Currin 

(man  Nazeeri-Simmons 
Baljeet  Sangha 
Reid  Kennedy 
Daisy  Aguallo 


The  mission  of  the  San  Francisco  Department  of  Public  Health  is  to  protect  and  promote  the  health  of  all  Sen  Francis  cans 
We  shall  - Assess  and  research  the  health  ot  the  oommurvty  - Develop  and  enforce  heal*  potcy  - Prevent  deeate  and  «wnr  - 
- Educate  the  public  and  train  health  care  providers  - Provide  quality,  comprehensive  cuturelly-proSoent  health  tarvces  - Enttae  equal  access  to  el  - 

barbara.garcia@sfdph.org  ♦ (415)  554-2526  ♦ 101  Grove  Street,  Room  308.  San  Francisco,  CA  94102 
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23.  Creates  a procedure  by  which  management  Concur.  SFGH&TC  will  develop  procedure  to  be  included  in  expired  and 

reviews  and  signs  the  list  of  obsolete/expired  items  obsolete  products  policy  as  referenced  in  Recommendation  #21 . 
before  disposal  or  donation  of  items.  Implementation  July  2014. 


